Performance-based pay refers to providing compensation and rewards based on the fulfilment of certain predetermined task or outcomes. In the momentum for greater teacher accountability in the United States, performance-based pay is expected to be a solution to the nation"s prevailing problems in attracting, maintaining, and motivating the best and most effective teachers. This article reviews relevant literatures on the historical context of teacher compensation, the need for reform, the development of performancebased compensation schemes, empirical lessons from the application of such scheme in Denver school district, as well as the challenges in designing and implementing performance-based pay for teachers. 
INTRODUCTION
The challenge of providing quality education, in any country, falls quite substantially on teachers. While teaching may be socially and In the case of the United States, the prevalent compensation system that pays teachers primarily based on years of experience and level of education shows little correlation with actual job performance and actual student achievement (Podgursky and Springer, 2007 
HISTORICAL CONTEXT
Education in the United States is the responsibility of each state, each of which manages school districts and provides funding for the running of the state"s school systems. In the 1800"s, teachers were paid through the boarding round model based on merit (Springer and Gardner, 2010) .
As the nation grew by the mid-1800"s and as teacher training improved, so did the need for professionalizing education (Gratz, 2009 (Springer and Gardner, 2010 ).
An attempt to formally establish merit pay was first recorded in Newton, Massachusetts in 1908 (Gratz, 2009) . Although the idea caught on for a short period of time, the notion of pay equality was strongly favored to the more subjective pay differentiation based on grade levels that seemed to favor men and high school teachers (Collins, 2004 A more subtle rationale for performance-based pay is that with the right incentives in place, the system could create a larger and more competent pool of applicants from which to hire (Lazear, 2001 
DESIGNING AND IMPLEMENTING

PERFORMANCE-BASED PAY
